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) NOTICE OF FILING

Staff of the Arizona Corporation Commission ("Start') hereby files the attached

corrected "Exhibit C" to the November 4, 1998, Settlement Agreement between Staff and Tucson

Electric Power Company. The Settlement Agreement, as filed on November 5, 1998, inadvertently

contained an incomplete Exhibit C. 44
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4 1 Original and ten copies off
the foregoing filed this/0
day of November, 1998 with:

Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

Copy of the fo18going was
mailed this /0 day of
November, 1998 to:
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Exhibit C
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Competition Transition Charge and Transition Component Tariff

Pursuant to Arizona Corporation Commission Decision No. (the "Decision"),
Tucson Electric Power Company (the
date of these Competition Transition Bonds (the "Bonds ), the initial Competition Transition
Charges and the initial Transition Components for the Company's Standard Offer Tariff
(collectively, the "CTC Charges") for all existing and future customers. Capitalized terms not
otherwise defined herein shall have the meanings given them in the Decision.

"Company") hereby transmits for filing, on the pricing

PURPOSE

This filing establishes the CTC Charges and the True-Up Mechanism to assure that Transition
Property is paid in full over the Transition Period. This filing also describes the Transition
Property to be sold to the SPE, the debt service schedule for payment of principal and interest on
the Bonds to be sold by the SPE, and certain other related matters.

BACKGROUND

In the Decision, the Commission authorized the Company to file this Tariff once the Final
Stranded Cost Amount (the "FSCA") has been determined at the conclusion of divestiture
pursuant to the auction procedure approved in the Decision and when pricing terms for particular
Bonds have been established. In the Decision, the Commission also authorized the Company to
sell the Transition Property to the SPE and authorized the SPE to issue Bonds in an aggregate
principal amount not to exceed the FSCA. This Tariff establishes the CTC Charges in the manner
authorized by the Decision. The Formula Schedule attached hereto contains the formulas for
calculating various amounts set forth in this Tariff.

FINAL STRANDED COST AMOUNT AND THE TRANSITION PROPERTY

The FSCA is S , which the Commission has determined the Company is entitled to
receive together with interest on the unpaid balance. Until the date on which the Bonds are
issued, interest shall accrue on the FSCA at the Companyls general authorized rate of return.
From and after the date on which the Bonds are issued, interest shall accrue at the rate of
per annum. The interest rate has been calculated in accordance with the formula described in
Section l of the Formula Schedule.

%

The Company's right to be paid these amounts through the collection of CTC Charges is the
Transition Property which the Company is selling in whole or in part to the SPE. The Transition
Property is to be collected in the future according to a schedule based upon level total principal
and interest payments each year, adjusted within each year to reflect expected seasonal usage,
and adjusted from year-to-year to reflect the expected annual growth in electricity consumption,
all as set forth on Attachment 1.
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ISSUANCE INFORMATION:
1I

Competition Transition Bond Name:

Name of SPE:

Trustee(s):

Closing Date:

Dated Date 1

Amount Issued:

Issuance Costs:

Coupon Rate(s):

Call Features:

Principal Amortization Schedule: (See Attachment 2) `

Distributions to Investors : [every month][every quarter][semiannually]

commencing

Amount of Transition Property Sold:

Expected Annual Growth in Electricity Consumption:

Quarterly Servicing Fee:

Threshold for Implementation of the Quarterly True-Up Adjustment

Mechanism (if any):

Interest rate adder (See Formula Schedule, Section I, fn l):

Gross-up factor (See Formula Schedule, Section l):

AUTOMATIC ADJUSTMENT MECHANISM

At least annually the servicer shall make a True-Up Mechanism filing (in the font attached
hereto as Appendix A) to modify this Tariff in accordance with the Decision. If the specified
threshold for implementation of the quarterly True-Up Adjustment Mechanism has been reached.
the servicer will compare the actual outstanding balance of the Transition Property (computed
on the basis of amounts actually received) with the expected outstanding balance as set forth in
Attachment 1. If the variance is greater than the specified threshold, a change ro the CTC
Charges will be made via a quarterly True-Up Mechanism filing (in the form attached hereto as
Appendix A) to modify this Tariff in accordance with the Decision.

At the time of any True-Up Mechanism filing. the allocation of revenue requirementamong
customer classes will be recalculated in accordance with the formula set forth under "CTC
Charges" below. The amount of the adjustment (positive or negative) shall be recovered in the
CTC Charges for usage of electricity during the shorter of (i) the twelve months following the
effective date of the True-Up Mechanism filing, or (ii) the remaining period ending
December 3 l, 2008.

DOC$SFl:288500.l2 66lwl2!.doc
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TABLE I

Input Values for CTC Charges

Expected monthly residential kph sales

[Insert separate line for each of the next 12 months]

Expected monthly general service kph sales

[Insert separate line for each of the next 12 months]

Expected monthly large light and power/special contracts kph sales

[Insert separate line for each of the next 12 months]

Expected monthly lighting kph sales

[Insert separate line for each of the next 12 months]

Expected monthly public authority - firm kph sales

[Insert separate line for each of the next 12 months]

Expected monthly public authority - interruptible kph sales

[Insert separate line for each of the next 12 months]

Percent of revenue requirement allocated to residential customers

Percent of revenue requirement allocated to general service customers

Percent of revenue requirement allocated to large light and power/speclal
contracts customers

Percent of revenue requirement allocated to lighting customers

Percent of revenue requirement allocated to public authority - firm customers

Percent of revenue requirement allocated to public authority - interruptible
customers

Percent of residential customers' billed amounts expected to be uncollected

Percent of general service customers' billed amounts expected to be uncollected

Percent of large light and power/special contracts customers` billed amounts
expected to be uncollected

Percent of lighting customers' billed amounts expected to be uncollected

firm customers' billed amounts expected to bePercent of public authority
uncollected

Percent of public authority - interruptible customers' billed amounts expected to

q

4

CTC CHARGES
x

Table I below shows the current assumptions for each of the variables used in the CTC Charges
calculation.
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be uncollected

[Insert the following six lines for each customer class (assumes that
bills are written off after 6 months nonpayment)]

Percent of billed amounts expected to be collected in current month

Percent of billed amounts expected to be collected in second month after billing

Percent of billed amounts expected to be collected in third month after billing

Percent of billed amounts expected to be collected in fourth month after billing

Percent of billed amounts expected to be collected in fifth month after billing

Percent of billed amounts expected to be collected in sixth month after billing

_/_/_[First day of theExpected Transition Property outstanding balance as of
next quarter]

TABLE II

Residential Customer CTC Charge /c kph

General Service Customer CTC Charge ¢/kwh

Large Light and Power/Specmal
Contracts Customer CTC Charge

¢/kwh

Lighting Customer CTC Charge cf/kwh

Public Authority - Firm CTC Charge C/kwh

Interruptible CTCPublic Authority
Charge

¢/kwh

1

*la

1

*

Table II shows the initial CTC Charges calculated for each class of customer.

The revenue requirement has been allocated among classes of customers on the basis of the
formula described in Section 2 of the Formula Schedule. At the time of any True-Up

_ will recalculate the allocation of revenue requirement in
accordance with the foregoing formula and will include the effect of that reallocation in the
recalculation of the CTC Charges.

Mechanism filing, the Company

EXIT FEES

[Any customer may deliver written notice to the Company that the customer elects. effective on a
date not less than 60 days after the dale such notice is actually received by the Company, to pay a
one-time fee in lieu of continuing to pay monthly CTC Charges. The Company will calculate
such fee as the customer's pro rata share of the then outstanding principal of, and accrued
interest on. the Transition Property, such pro rata share to be based on the customer's usage for
the most recent twenty-four complete billing cycles, together with interest at the rate of_%
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[the Transition Property interest rate] for 30 days. Payment of the fee will be due and
payable 30 days after a bill therefor is mailed to the customer. Failure to pay this fee when due
may result in termination of service and other remedies. consistent with standard Commission
policies. In addition, late payment of the fee will accrue interest at the rate of_ [the
Transit ion Property interest rate ] . ]

In the event that (a) any portion of the Company's distribution system is acquired by an entity
other than a public service corporation regulated by the Commission, or (b) any portion of the
Companyls distribution system becomes subject to rate regulation other than by the Commission,
unless either (i) provision is made for defeasance of the Transition Property and the CTBs with a
portfolio of United States Treasury obligations or (ii) britten consent is obtained from the SPE,
the Company (or a successor servicer), and the CTB trustee, as soon as possible thereafter, for
each of the Company's customers that will cease to receive electric distribution service from the
Company at rates regulated by the Commission, the Company will calculate the obligation of
each such customer to pay the Transition Property as each such customer's pro rata share of the
then outstanding principal of, and accrued interest on, the Transition Property, such pro rata
share to be based on each such customer's usage for the most recent twenty-four complete billing
cycles, together with interest at the rate of __ for 30
days..The amount so calculated shall become due and payable by each of the Company s
customers 30 days after a bill therefor is mailed to the customer. Failure to pay this fee when
due may result in termination of service and other remedies, consistent with standard
Commission policies. In addition, late payment of the amount owing will accrue interest at the
rate of _ % [the Transition Property interest rate] . ,

% [the Transition Property interest rate]

APPLICABILITY

The CTC Charges will be applied to all electricity usage through December 31, 2008, and
recovered from all existing and future consumers in the service territory in which the Company
presently provides transmission and distribution service. except to the extent that consumers
either (i) pursuant to R14-2-1607, reduce electricity purchases from the Company as a result of
self-generation, demand-side management or other demand reduction attributable to any cause
other than the retail access provisions of Article 14-2 or (ii) pay exit fees as set forth above.

EFFECTIVE DATE

In accordance with the Decision, these CTC Charges shall be effective as of the effective date
stated herein upon the filing of this tariff without further action of the Commission and will
continue to be effective. unless they are changed by a subsequent CTC Charges tariff or by a
CTC Charges True-Up Mechanism filing.

NOTICE

Copies of this filing are being furnished to

Enclosures
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Attachment l
Scheduled Collection for Transition Property'

Date Principal Interest Total

[Monthly]

x

I Determined in accordance with Section i of the Formula Schedule.

I)O(.`SSFl:"88500.l2 66hal2'.doc
-H247-6-RJG-I 1/4/98 3:14 PM

1



1

*

»

a

>

Attachment 2
Scheduled Principal Amortization and Interest Payments for Bonds'

Date Principal Interest Total

[Quarterly]

| . . . . 'n
Determined m accordance with Section 3 of the Formula Schedule.
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FORMULA SCHEDULE

4

J

Section 1. Calculation of Competitive Transition Charge and Transition Component (CTC
Charges) Revenue Requirement

The CTC Charges revenue requirement to be collected in any quarterly period shall reflect the sum
of (i) the FSCA amortization and (ii) the allowed rate of interest on the unamortized balance of the
FSCA. The quarterly amortization of the FSCA shall be established such that the quarterly CTC
Charges revenue requirement is either levelized or declining on a projected per-kWh basis. Any
amortization schedule incorporating a declining CTC Charges revenue requirement on a projected
per-kWh basis shall not amortize the FSCA more rapidly than on an annual straight-line basis.
Schedule D-1 provides an example of a quarterly amortization table that incorporates a levelized
per-kWh charge.

The allowed rate of interest (INTRATE) on the unamortized balance of the FSCA shall be
calculated as follows:

n~1TRATE,= (%DEBT x Km) + (%EQU1TY x K) x 11. + (1 - T)1

Where : %DEBT = Percent of Debt in Capital Structure :: 65.0%
Kdm = Weighted Average Rate of Interest on Outstanding CTBs at time ti
%EQUITY = Percent of Common Equity in Capital Structure = 35.0%
Ka = Allowed Cost of Equity Capital = 10.67%
T = Composite Federal and State Income Tax Rate = 404%

In the attached example, the allowed INTRATE is calculated as follows:

INTRATE1 (65% X 7.10%) + (35% x l0.5%) x [1
10.78%

(1 .4038)]

Apart from the true-up mechanism, the only component of the INTRATE calculation subject to
change is the weighted average cost of the CTBs, which is expected to change over time as the
CTBs principal is paid down. The initial value for the weighted average cost of the CTBs will be
finalized upon pricing of the CTBs.

The allowed interest on the unamortized balance of the FSCA (IN) shall be calculated as follows
for every quarterly period:

INTo = FSCABAL, x INTRATE x 0.25

Where : FSCABAL,= Unamortized Balance of the FSCA at time t

In the attached example, which includes a simplifying assumption that the rate of interest on
outstanding CTBs remains constant over time, the allowed IN is calculated as follows:

IN, '= $821,000,000 X 10.78% x 0.25 = $22,125,950

1 The weighted average rate of interest on CTBs includes an adder designed to cover expected servicing fees, trustee
fees, and payments for over-collateralization and other forms of credit enhancement, and other amounts necessary to
accomplish the securitization of the Transition Property.
DOCSSFl:307037.3 6kwt03!.doc
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FORMULA SCHEDULE
q

IN; = $810,937,001 x 10.78% x 0.25 = $21,854,752
INT32; : $36,356,922 x 10.78% x 0.25 = $979,819

The quarterly amortization of theFSCA (AMORT) shall be established such that the quarterly
CTC Charges revenue requirement is either levelized or declining on a projected per-kWh basis.
Any amortization schedule incorporating a declining CTC Charges revenue requirement on a
projected per-kWh basis shall not amortize the FSCA more rapidly than on an annual straight-line
basis. Once the amortization schedule has been established, this amortization schedule shall only
be subj et to change pursuant to the true-up mechanism to reflect changes attributable to
temporary under-collections or over-collections of CTC Charges revenues. The initial quarterly
amortization schedule shall be calculated as follows:

A1v1oRT,= CTCREVREQ - RETURN.

Where: CTC_REVREQ = Quarterly CTC Revenue Requirement at time t

In the attached example, the quarterly amortization amounts are calculated as follows:

A1v1oRT, = $32,188,949 - $22,125,950 = $10,062,999
AMORT2= $35,798,819 - $21,854,752 = $13,944,066

A1v1oRT32 = $37,336,741 - $979,819 = $36,356,922

Calculation of the quarterly CTC Charges revenue requirement is based on the initial FSCA
balance (FSCABALI), the allowed rate of interest on the unamortized balance of the FSCA
(INTRAnEt), the time period allowed for FSCA recovery, the projected kph sales subject to the
CTC Charges, and the trend line for projected per-kWh charges (levelized or declining). Once the
quarterly values for the CTC Charges revenue requirement have been established, these values
shall only be subject to change pursuant to the time-up mechanism to reflect changes attributable to
temporary under-collections or over-collections of CTC Charges revenues. The initial schedule of
quarterly CTC Charges revenue requirements shall be calculated such that (i) the net present value
of the quarterly CTC Charges revenue requirements equals the initial balance of the FSCA
(discounted at the quarterly INTRATE each quarter) and (ii) the quarterly CTC Charges revenue
requirement is either levelized or declining on a projected per-kWh basis.

Given the initial balance of the FSCA (FSCABAL1), the quarterly discount rate (QINTI), the kph
sales projection for each quarter (KHWI), and a quarterly payment factor (PYMTFACTORt) that
expresses each projected per-kWh charge as a percentage of the initial per-kWh charge, the initial
quarterly CTC Charges revenue requirement (CTC_REVREQ1) can be calculated such that both
conditions are met:

FSCABALI = CTC REVREQ1 x (KWH: + KWHI) X PYMTFACTOR¢

r=1 (1 +QInT¢ )'

n

which may be restated as follows:

DOCSSFl:307037.3 6kw103!.doc
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FORMULA SCHEDULE

CTC__REVREQ1 = FSCABAL1 +
i  ( K W H : + KWH1) X PYMTFACTORz

(1 + Q1nTt)'r-1

Wherel n = number of quarters allowed for recovery of the FSCA
QINT¢ = quarterly discount rate at time t = INTRATE¢ x 0.25
PYMTFACTOR S 1.0

Subsequent quarterly CTC Charges revenue requirements (CTC_REVREQ) are then derived by
multiplying the initial quarterly CTC Charges revenue requirement by the ratio of projected sales
to irlitial quarterly sales (KWHt + KWH1) and by the quarterly payment factor (PYMTFACTOR¢).
If the CTC Charges revenue requirement is to be levelized on a projected per-kWh basis, the
quarterly payment factor should be set equal to 1.0 for each quarterly period. If the projected per-
kwh charge is to decline Over time, each quarterly payment factor should be set equal to or less
than the payment factor for the immediately preceding quarter. The final quarterly payment
factors shall be established upon pricing of the CTBs, and shall result in either a levelized or
gradually declining CTC Charges revenue requirement on a projected per-kWh basis.

In the attached example, the initial quarterly CTC Charges revenue requirement is calculated to be
$32,l88,949. Using a levelized payment factor, subsequent quarterly revenue requirements are
calculated as follows:

CTC REVREQ2

. . .  CTC_REVREQ32 =

CTC_REVREQ1 x (KWH2 + KwH0 x PYMTFACTOR2
$32,188,949 x (1,962,610 + 1,764,705) x 1.0
$35,798,819

CTC_REVREQ, X (KWH32 + KWH1) X PYMTFACTOR32
$32,188,949 x (2,046,924 + 1,764,705) x 1.0
$37,336,741

The quarterly CTC Charges revenue requirement described herein reflects the amount to be
collected in cash each quarter for the purpose of recovering the FSCA with an appropriate rate of
interest on the unamortized balance of the FSCA. This cash CTC Charges revenue requirement
shall be grossed-up for billing purposes to reflect uncollectible accounts as well as the time lag
between billing and cash collection. Based on expectations regarding future cash collections, and
taking into account a 30 day billing cycle, the gross-up factor (GUFACTOR) shall be set equal to
L_]% of the cash CTC Charges revenue requirement, such that the billed amount
(BILLED_REVREQ) is calculated as follows:

BILLED REVREQ¢ = CTC_REVREQt X [1 + GUFACTOR]

DOCSSF1:307037.3 6kwt03!.dOl'
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L FORMULA SCHEDULE

Section 2. Allocation of Quarterly CTC Revenue Requirement

The BILLED__REVREQ for any quarterly period shall be allocated over the broad customer
classes (as set forth in Schedule G-7 of the Company's pre-filed testimony in the Company's 1995
general rate case, excepting that the Large Light and Power and Special Contracts categories shall
be combined) in a manner consistent with the Peak and Average allocation methodology as
approved by the Arizona Corporation Commission. Consistent with this methodology, the
BILLED_REVREQ shall be split into a Peak Component and an Average Component. The Peak
Component shall be set at46% of BILLED_REVREQ, and the Average Component shall be set at
54% of BILLED__REVREQ. In the event that there is an adjustment to the class CTC Charges
pursuant to the quarterly time-up mechanism, allocations and unit cost (class CTC Charges)
calculations for any quarter shall be based on loss-adjusted and metered energy respectively
measured in the same quarter of the prior year. The allocation of the Peak Component shall be
based on each class's share of the average of the total of 4 coincident peak demand, which is
calculated by dividing each class's average demand (based on. loss-adjusted energy, as referenced
above), by a factor that varies by class, which factor is 0.52 for Residential, 0.49 for General
Service, 0.87 for Large Light and Power, 3.45 for Lighting, 0.61 for Public Authority - Firm, and
0.80 for Public Authority .- Interruptible.

DOCSSFl:307037.3 6kwt03!.doc
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Section 3. Calculation of CTB Debt Service

The CTB debt service for any quarterly period shall reflect the sum of scheduled CTB principal
payments and interest payments. The amortization schedule for quarterly principal payments shall
be established using (i) a weighted average interest rate reflecting the maturity and interest rate for
each class of CTBs and (ii) the same quarterly payment factors and projected kph sales used to
calculate the quarterly CTC Charges revenue requirement. The final amortization schedule shall
be established upon pricing of the CTBs. Once established, the amortization schedule may only
be changed pursuant to the time-up mechanism to reflect temporary under-collections of CTC
Charges revenues. Schedule D-2 provides an example of an amortization schedule reflecting a
6.1% weighted average interest rate and a CTC Charges revenue requirement that is levelized on a
projected per-kWh basis.

Quarterly debt service shall be calculated such that the net present value of quarterly debt service
equals the initial principal balance of CTBs (discounted at the .weighted average interest rate each
quarter). Using the same kph sales projections and quarterly payment factors used in determining
the quarterly CTC Charges revenue requirements, the initial quarterly debt service can be
calculated as follows:

n DEBTSVCI KWH + KWH PYMTFACTORrpRn~1cBAL1 :: Z x ( ' 1) x
(1 + Qom)

which may be restated as follows:

n KWHDEBTSVC1==PRINCBAL1+Z;( I
t=l

+ KWH1) X PYMTFACTORz

(1 + QINT9'

Wherel PRINCBAL; :: Initial Principal Balance of CTBs
DEBTSVC1 = Debt Service in First Quarter
KWI-It = Projected kph sales in time period t
PYMTFACTOR, = CTC Charges Payment Factor in time period t
QINT, = Weighted Average Interest Rate at time t x 0.25
n = number of quarters allowed for recovery of the FSCA

Subsequent values for quarterly debt service may then be derived by multiplying the initial
quarterly debt service by the ratio of projected sales to initial quarterly sales (KWH, + KWH1) and
by the CTC Charges payment factor (PYMTFACTORQ. Since the weighted average interest rate
for each quarter is a function of the principal amortization schedule, and since quarterly principal
amortization is a function of the weighted average interest rate, the projected kph sales and the
quarterly payment factor, the calculations just described are iterative in nature.

In the attached example, where the weighted average interest rate is assumed to be constant over
time, the initial quarterly debt service is calculated to be $27,057,645. Subsequent quarterly debt
service payments are calculated as follows:

DOCSSFI :2070373 6kwt03!.d0£
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FORMULA SCHEDULE
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DEBTSVC2 = DEBTSVC1 x (KWH2 + KwH,) X PYMTFACTOR2
: $27,057,645 x 0,962,610 + 1,764,705) x 1.0
: $30,092,058

DEBTSVC32 = DEBTSVC1 x (KwH32 + KwH0 x PYMTFACTOR32
- $27,057,645 X (2,046,924 + 1,764,705) x 1.0

$31,384,817

Quarterly interest payments (INTI) are derived by multiplying the principal balance for each
quarter (PRINCBALO by the quarterly interest rate (QINT,):

n\1T, = PRINCBAL. x Q1NT¢

Quarterly principal payments (PRINC,) are derived by subtracting the quarterly interest payment
(InTo) from the quarterly debt service (DEBTSVC) :

pRn~1c, = DEBTSVC¢ .- IN,

Once the aggregate debt service schedule has been established in the manner described above, a
separate debt service schedule for each class of CTBs shall be developed. Schedule D-3 provides
sample debt service schedules developed for eight different classes of CTBs. In this example the
principal payments for each class are sequential, such that principal payments for Class One occur
in quarters 1-4, Class Two principal payments occur in quarters 5-8, Class Three principal
payments occur in quarters 9-12, etc. The actual number of classes and method of class
amortization may differ from this example. The example also incorporates a simplifying
assumption that the same interest rate would be applicable to each class, thereby resulting in a
constant weighted average interest rate over time. In reality, each class will have its own unique
interest rate, and the weighted average interest rate will change over time. The specific class
structure to be used (i.e., number of classes and principal payment schedules), as well as the
applicable interest rates, will be determined at the time the CTBs are priced. The final class
structure will be established such that (i) the sum of scheduled class principal payments equals the
principal payments on the aggregate debt service schedule, (ii) the net present value of debt
service payments for each class equals the initial principal balance for each class (discounted at
the interest rate for that class), and (iii) the aggregate CTB debt service on a projected per-kWh
basis is levelized or declining as defined by the CTC Charges payment factor.

In the attached example, the principal payments for Class One (P1,1 through PL4) correspond to the
aggregate principal payments shown in quarters 1-4 on Schedule D-2. Likewise, the principal
payments for Class Two (P2,5 through P2,8) correspond to the aggregate principal payments shown
in quarters 5-8 on Schedule D-2. The quarterly sum of class interest payments (i1,t+ i24,+ 13,t + i4,\
+ i5_I + i6,I + in + lm) is also equal to the aggregate interest payment on Schedule D-2. Due to the
use of a simplifying interest rate assumption, the weighted average interest rate (IAVI) is equal to
6.10% in each quarter. The quarterly discount rate (QINTJ used in the sample aggregate debt
service schedule is therefore equal to 1.525% (= 6.10% x 0.25) in each quarter.
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Appendix A
9

Competition Transition Charge and Transition Component Tariff
True-Up Mechanism

Pursuant to Arizona Corporations Commission Decision No. (the "Decision"), Tucson
Electric Power Company (the "Company") as servicer of the Competition Transition Bonds (the
"Bonds") and on behalf of the SPE is required to apply for adjustments to the CTC Charges at
least 15 days before the end of each calendar year. In addition. the servicer is authorized to
apply for adjustments to the CTC Charges at least 15 days before the end of each quarter if in the
previous quarter the variance between the expected outstanding Transition Property principal
balance and the actual outstanding principal balance exceeds the specified threshold.

[Attachment l, the Company's Quarterly Servicer Certificate for the quarter of ,
shows that the variance between the expected Transition Property outstanding balance and the
actual outstanding balance exceeds the specified threshold. Therefore, in accordance with the
Decision, the Company, as servicer of the Bonds, hereby revises the CTC Charges]

PURPOSE

This filing establishes revised CTC Charges.

BACKGROUND

In the Decision, the Commission required the Company to make a True-Up Mechanism filing
annually, at least 15 days before the end of the calendar year. In addition, the Commission
authorized the Company to make a True-Up Mechanism filing on a quarterly basis, at least 15
days before the end of the calendar quarter, whereby the Company uses the methodology
authorized by the Commission in the Decision and established in the Tariff filed on

pursuant to the Decision to revise existing CTC Charges.

Using the methodology approved by the Commission in the Decision and the above referenced
tariff, this filing modifies the variables used in the CTC Charges calculations and provides the
resulting modified CTC Charges. Table l shows the revised assumptions for each of the variables
used in calculating the CTC Charges. Attachment 2 shows the revised collection schedule for the
Transition Property.
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TABLE I

Input Values for Revised CTC Charges

Expected monthly residential kph sales

[Insert separate line for eachof the next 12 months]

Expected monthly general sen ice kph sales

[Insert separate line for each of the next 12 months]

Expected monthly large light and power/speclal contracts kph sales

[Insert separate line for each of the next 12 months]

Expected monthly lighting kph sales

[Insert separate line for each of the next 12 months]

Expected monthly public authority - firm kph sales

[Insert separate line for each of the next 12 months]

Expected monthly public authority - interruptible kph sales

[Insert separate line for each of the next 12 months]

Percent of revenue requirement allocated to residential customers

Percent of revenue requirement allocated to general service customers

Percent of revenue requirement allocated to large light and power/special
contracts customers

Percent of revenue requirement allocated to lighting customers

Percent of revenue requirement allocated to public authority - firm customers

Percent of revenue requirement allocated to public authority - interruptible
customers

Percent of residential customers  ̀billed amounts expected to be uncollected

Percent of general service customers' billed amounts expected to be uncollected

Percent of large light and power special contracts customers  ̀billed amounts
expected to be uncollected

Percent of lighting customers  ̀billed amounts expected to be uncollected

Percent of public authority - firm customers  ̀billed amounts expected to be
uncollected

interruptible customers  ̀billed amounts expected toPercent of public authority
be uncollected

[Insert the following six lines for each customer class (assumes that

»

¢

r
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bills are written off after 6 months nonpayment)]

Percent of billed amounts expected to be collected m current month

Percent of billed amounts expected to be collected in second month after billing

Percent of billed amounts expected to be collected in third month after billing

Percent of billed amounts expected to be collected in fourth month after billing

Percent of billed amounts expected to be collected in fifth month after billing

Percent of billed amounts expected to be collected in slxth month after billing

/_J_[First day of theExpected Transition Property outstanding balance as of _
next quarter]

TABLE II

Residential Customer CTC Charge ¢/kwh

General Service Customer CTC Charge ¢/kwh

Large Light and Power/Special
Contracts Customer CTC Charge

I:/kWh

Lighting Customer CTC Charge ¢/kwh

Firm Customer CTCPublic Authority
Charge

¢/kwh

Public Authority - Interruptible
Customer CTC Charge

¢/kwh

n

Table II shows the revised CTC Charges calculated for each class of customer.

The revenue requirement has been allocated among classes of customers on the basis of Section
2 of the Formula Schedule attached to the tariff filed on .

EFFECTIVE DATE

In accordance with the Decision, True-Up Mechanism filings for annual CTC Charges
adjustments shall be filed at least 15 days before the end of the calendar year, and these
adjustments to CTC Charges shall be effective at the beginning of the next calendar year. In
accordance with the Decision. True-Up Mechanism filings for quarterly CTC Charges
adjustments shall be filed at least 15 days before the end of a calendar quarter and these
adjustments to CTC Charges shall be effective at the beginning of the next calendar quarter. No
further action of the Commission is required. Therefore, these CTC Charges shall be effective

l, [year].

NOTICE

Copies of this filing are being furnished to
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. 4

Attachment 1
Tucson Electric Power Company's Quarterly Servicer Certificate

Date: [End of calendar quarter preceding the True-Up Mechanism filing]

Expected Transition Property Principal Amount:

Actual Transition Property Principal Amount:

Principal Amount Difference:

Percentage Difference:
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Attachment 2
Revised Scheduled Collection for Transition Property'

Date Principal Interest Total

[Monthly]

1 Determined in accordance with Section l of the Formula Schedule.
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